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State of South Dakota
SEVENTY-FIFTH SESSION

LEGISLATIVE ASSEMBLY, 2000

454D0386
HOUSE BILL  NO.   1095

Introduced by: Representatives Hunt, Diedrich (Larry), Fischer-Clemens, Koehn, Monroe,
Volesky, and Young and Senators Lawler, Flowers, Hutmacher, Kleven, and
Moore

FOR AN ACT ENTITLED, An Act to authorize professional corporations, limited liability1

companies, or limited liability partnerships owned by certain health care professionals of2

more than one profession.3

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:4

Section 1. Terms used in this Act mean:5

(1) "Authorized licensee," a natural person licensed as a health care professional under6

Title 36 and entitled to form a professional corporation pursuant to chapters 47-11,7

47-11A, 47-11B, 47-11C, 47-11D, and 47-11E;8

(2) "Professional employee," an employee of a professional corporation who is an9

authorized licensee, but not a shareholder of the corporation.10

Section 2. For the purposes of this Act, the term, professional corporation, includes a limited11

liability company organized under chapter 47-34A or a limited liability partnership organized12

under chapter 48-7. With respect to a limited liability company, references in this Act to articles13

of incorporation, by-laws, directors, officers, shareholders, and shares of stock refer to articles14

of organization, operating agreement, governors, managers, members, and membership interest,15

respectively. With respect to a limited liability partnership, references in this Act to articles of16
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incorporation and by-laws refer to partnership agreement, references to directors, officers, and1

shareholders refer to partners, and references to shares of stock refer to partnership interests.2

Section 3. One or more authorized licensees may form a professional corporation for the3

purpose of rendering two or more kinds of professional services and services ancillary thereto.4

A professional corporation may not employ a person who is an authorized licensee unless at least5

one shareholder of the professional corporation is an authorized licensee of the same profession.6

Section 4. No professional corporation may provide any professional service or ancillary7

service without a certificate of registration from the licensing board of each category of licensee8

who is a shareholder. An application for such registration shall be made to the applicable boards9

in writing and shall contain the name and address of the corporation, the information required10

in section 10 of this Act, and such other information as may be required by each licensing board.11

Section 5. Upon receipt of an application made pursuant to section 4 of this Act, each12

licensing board shall investigate the proposed professional corporation. If the board finds that13

the shareholders and professional employees within its jurisdiction are properly licensed and have14

no disciplinary action pending before the board and if it appears that the corporation will be15

conducted in compliance with the law and rules of the board, the board shall issue an annually16

renewable certificate of registration upon payment of a registration fee in an amount to be17

established by rule pursuant to chapter 1-26. The application for renewal of a certificate of18

registration must report any change in status of the corporation or its shareholders. The19

corporation shall promptly report to any licensing board having jurisdiction the occurrence of20

any event mentioned in subdivisions (1), (2), and (3) of section 8 of this Act.21

Section 6. The certificate of registration issued pursuant to section 5 of this Act shall be22

conspicuously posted upon the premises to which it is applicable.23

Section 7. An application for an amended certificate of registration shall be filed with any24

boards having jurisdiction of the professional corporation any time the location or ownership of25
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the professional corporation changes. The respective boards shall investigate the corporation to1

determine whether it continues to meet the requirements of this Act. Certificates of registration2

are not assignable.3

Section 8. Any licensing board having jurisdiction over a professional corporation may4

suspend or revoke the certificate of registration issued under this Act for any of the following5

reasons:6

(1) The revocation or suspension of the license to practice of any shareholder or7

professional employee not promptly removed or discharged by the corporation;8

(2) Unprofessional conduct by any shareholder or professional employee not promptly9

removed or discharged by the corporation;10

(3) The death of the last remaining shareholder; or11

(4) Upon a finding that the certificate holder has failed to comply with the provisions of12

this Act or rules prescribed by any licensing board having jurisdiction over the13

certificate holder.14

Section 9. Before any certificate of registration is suspended or revoked, the holder is entitled15

to a hearing pursuant to chapter 1-26 before the board or boards having jurisdiction. The hearing16

may be held jointly by the boards, but each board shall render its own decision. Any party to such17

a hearing is entitled to appeal pursuant to chapter 1-26. If any licensing board finds that the18

suspension or revocation is necessary to protect the public health, safety, or welfare or because19

willful acts are involved, it may dispense with the requirement of prior notice and hearing.20

However, the professional corporation shall have a seasonable hearing after any such suspension21

or revocation.22

Section 10. In addition to providing the information required by the South Dakota Business23

Corporation Act, the following information is also required in the forming documents of a24

professional corporation, the organizing documents of a limited liability company, or the25
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registration documents of a limited liability partnership:1

(1) The name of the corporation, limited liability company, or limited liability partnership;2

(2) The purpose of the corporation, limited liability company, or limited liability3

partnership;4

(3) A statement that the shareholders of the corporation, members of the limited liability5

company, or partners in a limited liability partnership may only be professional6

persons licensed to render the kind of professional service that fit the purpose of the7

corporation, limited liability company, or limited liability partnership; and8

(4) A statement that the officers and directors of a corporation, the governors and9

managers of a limited liability company, and the partners of a limited liability10

partnership, must be professional persons licensed to render the kind of professional11

services that fit the purpose of the corporation, limited liability company, or limited12

liability partnership.13

Section 11. The corporate name of a corporation formed pursuant to this Act shall end with14

the words, Professional Corporation, or the abbreviation, P.C., or the word, Limited, or the15

abbreviation, Ltd. The name of any limited liability company shall end with the words,16

Professional Limited Liability Company, or the abbreviation, P.L.L.C., or the words, Limited17

Liability Company, or the abbreviation, L.L.C. The name of any limited liability partnership shall18

end with the words, Professional Limited Liability Partnership, or the abbreviation, P.L.L.P., or19

the words, Limited Liability Partnership, or the abbreviation, L.L.P.20

Section 12. A professional corporation may own real and personal property necessary or21

appropriate for rendering professional service and may invest its funds in real estate, mortgages,22

stocks, bonds, or any other type of investment.23

Section 13. This Act does not authorize an individual to practice any profession, or furnish24

any professional service, for which the individual is not licensed.25
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Section 14. A professional corporation may exercise any powers accorded it by its generally1

applicable governing law, so long as the professional corporation exercises those powers solely2

to provide the pertinent professional services or to accomplish tasks ancillary to providing those3

services.4

Section 15. No professional corporation may adopt, implement, or follow a policy,5

procedure, or practice, which would give any licensing board having jurisdiction grounds for6

disciplinary action, cause a violation of professional ethics, or cause a violation of the7

professional duty to use due care, against a shareholder or professional employee who follows,8

agrees to, or acquiesces in the policy, procedure, or practice. Any licensing board having9

jurisdiction shall be notified of any practice or policy adopted by the professional corporation10

that violates any provision of this Act. Any dissension or deadlock resulting in a corporate policy11

or action violating the terms of this Act shall be reported to any licensing board having12

jurisdiction. Any licensing board having jurisdiction shall have access to any business records and13

any patient records relevant to the actions of its respective licensee.14

Section 16. This Act does not alter any law applicable to the relationship between a15

professional licensee furnishing health care services and the person receiving those services,16

including liability arising out of those services.17

Section 17. Patient records shall be kept strictly confidential. No provision of this Act,18

including interdisciplinary access to patient records by any stockholder, professional employee,19

or any employee of a professional corporation, constitutes a waiver of any privilege on20

confidential communications which otherwise exists under any provision of the law of this state.21

Section 18. The licensing boards having jurisdiction over professional corporations22

authorized in chapters 47-11, 47-11A, 47-11B, 47-11C, 47-11D, and 47-11E are authorized to23

promulgate rules pursuant to chapter 1-26 to implement the provisions of this Act.24

Section 19. The provisions of this Act do not affect or preempt any requirements contained25
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in Title 58.1


